4 bids were awarded 
Total value: R574, 619.00 
HDI: R574, 619.00 = 100% 

Local content: R259, 119.00 = 45% 

Women: R162, 108.00 = 28% 

Detailed information and the graphs are attached to this report. 


5. CURRENT YEARS’ TARGETS AS WELL AS PRIOR YEARS 

The failure of the Smart Technology bid to deliver the goods left the municipality 
with a historical problem to improve on the target to increase revenue. Although 
the realization of this bid would have enabled the municipality to respond to the 
Electricity Regulations obligation to be on a Smart Meter Technology by 2013, it 
was always a risky venture for a municipality the size of Ulundi to conclude in 
which the municipality was indebted for the amount of R32 million payable 
beyond the term of this Council. Although there was temptation since the fruitful 
operation of the Meters would have generated revenue for the municipality. 

The closing balance in the financial statements for 2007/2008 and 2008/2009 
indicate that Ulundi Municipality is not financially sound. 

It is disheartening though to observe that government departments such as 
Public Works in the Province, Land Affairs and Ingonyama Trust Board are the 
main culprits, as their debts run in millions and millions of rands as the financial 
statements indicate. 

Funding could not be secured to replace the conventional meters. This situation 
contributes to the escalating debt, as residents who use these meters account for 
the large chunk of the debt. The Business Plan submitted to DLGTA under MAP 
was not successful. 

The issue of the sale of land generally is the problem. In 2007/2008 the 
anticipated income through land sales of about R5 million was not achieved. 
Instead about R859 000.00 was collected. The bulk of the rates debts are from 
vacant sites, whose owners are not honoring their rates obligations. 
Expropriation of these properties for resale is an option available to Council. Also 
erven sold to private individuals by way of a public treaty recently amounting to 
millions of rands remain unfinalised. It is one thing to make an offer of purchase 
on paper, however payments in this regard is proving to be illusive. 

It seems that businesses that operate from residential properties such as lodges, 
bed and breakfast facilities, spaza shops etc are escalating. The issue here is 
that since most of these facilities are unregistered as commercial facilities, rates 
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raised on these properties is for residential properties and they receive a 60% 
rebate that is enjoyed by residential housing dwellings. 

Therefore revenue generation remains the main issue in 2007/2008, 2008/2009 
and going forward. 

6. MEASURES TO IMPROVE 

The Management response in this regard is to invite proposals from service 
providers who specialize in debt collection to try and maximize collection of 
especially debts that are 120+ old. 

Furthermore the Executive and Finance Committee on 28 October 09 handed 
over the government departments to Council attorneys for collection. It is hoped 
that sec.44 of the MFMA will not be a deterrent. As experience informs that 
where treasury is approached for mediation where the municipality is owed 
money by a government department in terms of sec.44 of the MFMA, there are 
no prospects of recovery. Reference for this is the tussle between the 
municipality and Public Works that ensued in 2004. 

The Electricity Disconnection Task Team continues to do a splendid work in 
carrying out disconnections thereby mitigating the escalation of current debts. 

Management shall continue to tap the other sources of funding such as the 
DBSA, as this falls under revenue generation. 

The Revenue Division of Finance and Town Planning have been joined together 
to sift through a list of all properties owing. As the degree of indebtedness vary 
from property to property, action plans will be developed in consultation with 
Council’s legal advisors to overcome the problem. 

Planning has been instructed to physically identify all properties where there is 
any sort of business taking place. Once these have been identified, the Municipal 
Property Rates Act and the Tariff Policy of Council will apply. 

The populated SDBIP documents per department depicting milestones in the 
year under review on objective, activity, annual target and achievement per 
quarter are attached herewith. 

4. The Auditor General’s Audit Report In terms of sec.45 (b) of 
the Systems Act 

The financial statements, the Audit Report and the Management Report are 
attached herewith and will be tabled . 
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5. An assessment by the Accounting Officer of any arrears on 
municipai taxes and service charges. 

Section 121 (3) (e) provides for the assessment by the Accounting Officer of the 
arrears on taxes and services. The revenue collection figures are reflected below 


TRADE AND OTHER RECEIVABLES 

Trade receivables 

as at 30 June 2009 

Gross Balances 

R 

Provision for 
Doubtful Debts 

R 

Net Balance 

R 

Service debtors 

18.871,628 

14,389,681 

4,481,947 

Rates 

55,511,952 

38,430,280 

17,081,672 

Electricity 

10,567,277 

7,173,784 

3,393,493 

Other 

Refuse 

5,221,460 

3,825,132 

1,396,328 

Total 

90,172,317 

63,818,877 

26,353,440 

as at 30 June 2008 




Service debtors 

20,711,677 

20,711,677 

- 

Rates 

47,812,994 

29,691,368 

18,121,626 

Electricity 

10,937,114 

7,862,848 

3,074,266 

Other 

5,441,914 

1,502,264 

3,939,650 

Total 

84,903,699 

59,768,157 

25,135,542 

Rates; Aaeina 


2009 

2008 

Current (0 - 30 days) 


1,847,898 

1,746,363 

31-60 Days 


1,431,408 

1,402,806 

61-90 Days 


1,848,383 

1,286,905 

91 - 120 Days 


1,502,800 

1,203,653 

121 days and over 


48,881,463 

42,173,267 

Total 


55,511,952 

47,812,994 
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Electricity. Water and Sewerage: Aoeina 


Current (0 - 30 days) 

973,646 

751,596 

31-60 Days 

547,877 

676,888 

61-90 Days 

463.927 

457,916 

91-120 Days 

381,843 

503,949 

121 days and over 
+ 365 Days 

32,293,072 

34,700,356 

Total 

34,660,365 

37,090,705 


Total - rates and service charges 90,172,317 84,903,699 

The outstanding property rates balance included an amount of R 10,974,218 in respect of Ingonyama Trust Land. 
The recovery of these rates is unlikely and this has been referred to Council to consider the write off thereof. 

Reconciliation of the doubtful debt 

3 provision 


Balance at beginning of the year 

Contributions to provision 

Doubtful debts written off against provision 


59,768,157 

7,936,213 

(3,885,493) 


57,005,155 

4,030,307 

(1,267,305) 


Balance at end of year 63,818,877 59,768,157 


Trade and other receivables past due but 

not impaired 

Trade and other receivables which are less 
than 3 months past due are not considered to 
be impaired. At 30 June 2009, R6,1 76,238 
(2008; R5, 532,1 17 ) were past due but not 
impaired. 

The ageing of amounts past due but not 
impaired is as follows: 

1 month past due 31-60 1,979,285 2,079,694 

2 months past due 61-90 2,312,310 1,744,821 

4,291,595 3,824,515 

Trade and other receivables impaired 
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As of 30 June 2009, trade and other 
receivables of R90, 172,31 7 (2008; R 
84,903,699) were impaired and provided for. 

The amount of the provision was R 63,818,877 
as of 30 June 2009 (2008: R59.768,157). 

The ageing of these receivables is as follows: 

Over 3 months 83,059,178 59,768,157 

83,059,178 59,768,157 

The fair value of trade and other receivables 
approximates their carrying amounts. 


6. Any corrective action taken or to be taken in response to the 
comments contained in the Audit Report. 


Of significant importance is the OPINION: 

“In my opinion the financial statements present fairly, in all material respects, the 
financial position of the Ulundi Municipality as at 30 June 2009 and its financial 
performance and its cash flows for the year then ended, in accordance with the 
Standards of GRAP and in the manner required by the MFMA.” 

There were however matters included in the Audit reports which still remain a problem 
for Ulundi Municipality. These have been extracted from the audit report and are 
reflected in the following table and will be dealt with separately. 


Matters on Key governance responsibilities were audited and the following areas 
received negative audit findings: 


No, 

Matter 

Clear trail of supporting documentation that is easily available and provided in a timely manner 

L 

No significant difficulties were experienced during the audit concerning delays or the availability of 
requested information. 

Quality of financial statements and related management information 

2 

The financial statements were not subject to any material amendments resulting Jrom the audit 

3. 

The annual report was submitted for consideration prior to the tabling of the auditor ’s report 

Development and compliance with risk management, effective internal control and governance 
practices 
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No» 

Matter 

6. 

Audit committee 


• The municipality had an audit committee in operation throughout the financial year. 

• The audit committee operates in accordance with approved, written terms of reference. 

• The audit committee substantially fulfilled its responsibilities for the year, as set out in section 166(2) 
of the MFMA. 

7. 

Internal audit 


• The municipality had an internal audit function in operation throughout the financial year. 

• The internal audit function operates in terms of an approved internal audit plan. 

• The internal audit function substantially fulfilled its responsibilities for the year, as set out in section 
165(2) of the MFMA. 

8. 

There are no significant deficiencies in the design and implementation of internal control in respect of 
financial and risk management. 

9. 

There are no significant deficiencies in the design and implementation of internal control in respect of 
compliance with applicable laws and regulations. 

11. 

A risk assessment was conducted on a regular basis and a risk management strategy, which includes a fraud 
prevention plan, is documented and used, as set out in section 62(l)(c)(i) of the MFMA. 

Follow-up of audit findings 

13. 1 The prior year audit findings have been substantially addressed. 


1. The audit preparation phase included the collation and 
preparation of files containing all supporting documents for 
transactions concluded during the year under review. Prior 
to the commencement of the audit this process was 
concluded and it should be noted that initially there were 
only two sets of documents not included in these files, 
these were subsequently located and filed. A break down 
in internal controls over these documents resulted in the 
auditors concluding that there were delays in providing 
these documents. In future periods stricter controls will be 
implemented to avoid these delays. 

2. The Annual Financial Statements were adjusted as follows: 

Operating expenditure R 2 192 208 

These expenses related to the costs incurred in the preparation of the valuation 

roll, these expenses were initially capitalized, and then subsequently expensed. 

Bad Debts adjustment R 2 414 652 

On review and discussion with the auditors the decision was taken to increase 

the provision to include amounts aged within the 90 days overdue period. 

Creditors - Leave pay provision R 584 94 

The provision initially raised was considered overstated. 

Cash and Bank R 429 081 
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In consistency with prior year’s disclosure, unallocated receipts at year end were 
initially recorded within trade debtors, in the current year these amounts have 
been adjusted against the disclosed cash and bank balance. 

Incorrect treatment of Vat R 465 941 

In preparation of the supporting schedules covering the Bulk Electricity 
Purchases, it was identified by the accounting staff of the municipality, that a Vat 
inclusive accrual for the June 2009 expense had been accrued inclusive of Vat. 
On discussion with the auditors this adjustment was processed. 

3. The Annual Report 

Municipality presented the Draft Annual Report to the auditors for review. 

4. Audit committee 


5. Internal Audit 


6. Deficiencies in Internal Controls 


7. Risk assessment 


8. Prior year audit findings 

7. Any recommendations of the municipality’s audit committee. 


RECOMMENDATiONS 

1. THAT the 2008/2009 Auditor General’s Report on the Financial 
Statements for the year under review be noted, with specific reference to 
fact that Ulundi Municipality received an Unqualified Report for 2008/2009 
just like in 2007/2008. 

2. THAT the Performance Report and other reports for the year under review 
be noted. 

3. THAT the Annual Report for 2008/2009 be adopted. 

4. THAT Council endorses the section 57 Performance Assessment results 
for 2008/2009. 
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5. THAT copies of the Report be conveyed to DLGTA, treasury and the AG. 
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REPORT OF THE AUDITOR-GENERAL TO THE KWAZULU-NATAL PROVINCIAL 
LEGISLATURE AND THE COUNCIL ON THE FINANCIAL STATEMENTS AND 
PERFORMANCE INFORMATION OF ULUNDI MUNICIPALITY FOR THE YEAR ENDED 
30 JUNE 2009 


REPORT ON THE FINANCIAL STATEMENTS 
Introduction 

1 I have audited the accompanying financial statements of the Ulundi Municipality which 
comprise the statement of financial position as at 30 June 2009, and the statement of 
financial performance, the statement of changes in net assets and the cash flow 
statement for the year then ended, and a summary of significant accounting policies and 
other explanatory notes, as set out on pages xx to xx. 


The accounting officer’s responsibility for the financial statements 

2. The accounting officer is responsible for the preparation and fair presentation of these 
financial statements in accordance with the Standards of Generally Recognised 
Accounting Practice (Standards of GRAP) and in the manner required by the Local 
Government: Municipal Finance Management Apt, 2003 (Act No. 56 of 2003) (MFMA) 
and for such internal control as the accounting officer deterhiines is necessary to enable 
the preparation of financial statements that are free from material misstatement, 
whether due to fraud or error. 


The Auditor-General’s responsibility 

3 As required by section 188 of the Constitution of the Republic of South Africa, 1996 read 
with section 4 of the Public Audit Act, 2004 (Act No. 25 of 2004) (PAA) and section 
126(3) of the MFMA, tny responsibility iS to express an opinion on these financial 

statements based on hiy atidiiL 

•< ' • 

4. I conducted my audit in accordance with the International Standards on Auditing read 
with General ts/otice 616 of 2008, issued in Government Gazette No. 31057 of 15 May 
2008. Those standards require that I comply with ethical requirements and plan and 
perform the audit to obtain reasonable assurance about whether the financial 
staternents are free from material misstatement. 

5. An audit involves performing procedures to obtain audit evidence about the amounts 
and disclosures in the financial statements. The procedures selected depend on the 
auditor’s judgement, including the assessment of the risks of material misstatement of 
the financial statements, whether due to fraud or error. In making those risk 
assessments, the auditor considers internal control relevant to the entity’s preparation 
and fair presentation of the financial statements in order to design audit procedures that 
are appropriate in the circumstances, but not for the purpose of expressing an opinion 
on the effectiveness of the entity’s Internal control. An audit also includes evaluating the 
appropriateness of accounting policies used and the reasonableness of accounting 
estimates made by management, as well as evaluating the overall presentation of the 
financial statements. 

6. Paragraph 1 1 et seq. of the Standard of Generally Recognised Accounting Practice, 
GRAP 1 Presentation of Financial Statements requires that financial reporting by 
entities shall provide information on whether resources were obtained and used in 
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